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Book Review
Harrison, G. Charter. Standard Costs,
Installation, Operation and Use. (New
York, The Ronald Press Company, 1930.
308 p.)
Magazine articles, professional papers
before various accounting and business
societies, and discussions before other
groups, indicate the interest in standard
costs. The fact that a number of large
and important corporations have installed
standard cost systems may be regarded as
reasonable evidence of the value of such
systems. The author, because of his years
of experience in this field, should be well
qualified to produce a book on this subject.
Business conditions in recent years
have brought increased keenness of competition, with smaller profit margins, and

intensified the need for cost systems which
will aid in controlling costs. The standard
cost system is presented by the author as
a means or method of predicting costs in
advance, for checking actual costs against
the standards set, and for determining the
causes of variations.
The introductory material points out the
advantages of standard costs. It is stated
that they provide the means not only of
controlling costs, but of actually reducing
costs. A prime advantage is the reduction
in the clerical force necessary to operate
the standard cost system as compared to
other methods of. cost accounting. The
standard cost system is compared with the
older job-order cost plan, the disadvantages of the latter being emphatically
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pointed out. The job-order plan had difficulty in handling burden charges until the
predetermined burden rate idea, which is
involved also in the standard cost plan, was
developed. Other disadvantages of the
job-order plan are the delay in furnishing
information, difficulty of indicating inefficiencies and showing the causes thereof,
and the high cost of operating such a system. The author, naturally, is very enthusiastic about standard costs, so much so
that apparently he sees little or no value
in the job-order cost system. Admitting
the advantages of standard costs and the
disadvantages of the job-order system,
there probably are those who believe that
the latter plan has merits and can be used
to advantage in numerous instances.
The standard cost idea is based on the
principle of exceptions. Definite standards are set, based on a comprehensive
study of the operations, the formulation of
material specifications, time studies of the
various operations as a means of determining piece work and day work rates, determination of the amount of burden and
other expenses that should be incurred,
and the profit margin to be obtained.
Attention is concentrated on the variations
from these standards which have been set,
and the causes for the variations found by
analysis.
The standard cost system in operation
usually is designed to give certain daily
reports. Promptness in reporting conditions often is the prerequisite to controlling costs and locating and correcting
inefficiencies. Cost and profit variation
analyses, efficiency and labor reports, and
various other daily, weekly, or monthly
statements may be prepared to call attention to and aid in the correction of inefficiencies.
An introductory chapter is devoted to
budgetary control, and then follow chapters explaining the methods of setting
standards, the technique and statement
work of standard costs, the development of
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cost variation formulas, which are useful
in analyzing the variations from standard,
and the installation of standard costs. The
two chapters preceding the last illustrate
the standard cost procedure as applied to
wholesaling and to manufacturing. The
last chapter deals exclusively with the
analysis of cost variations.
A clear understanding of standard costs
cannot be obtained by a first or casual reading of Standard Costs. The accountant in
the field, who has had occasional contact
with standard costs, may add to his knowledge considerably by a careful study of the
book. The executive or cost accountant in
daily contact with a standard cost system
will find much in the book to assist him to
a better understanding of standard costs.
Both executives and accountants should
find the book a desirable reference source.
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